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E.O. 11652: GDS 

TAGS: ELAB, EFIN, IT, IMF 

SUBJECT: ITALIAN GOVERNMENT AND LABOR AGREE ON AMENDMENTS TO 
"FISCALIZATION" DECREE; SENATE PASSES AMENDED DECREE AND PAR- 
LIAMENT PASSES EARLIER LABOR COST REDUCTION DECREE 

1 . SUMMARY. GOI AND CCU AGREED MARCH 30 ON AMENDMENTS TO GOI 
"FISCALIZATION" DECREE TO ELIMINATE TWO ARTICLES UNIONS OPPOSE, 

AND TO ALTER COST-OF-LIVING ESCALATOR (SCALA MOBILE) BASKET 
TREATMENT OF COST OF NEWSPAPERS, MUNICIPAL TRANSIT AND ELEC- 
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TRICITY. THE LATTER MEASURES WILL HAVE SLIGHTLY GREATER IMMEDIATE 
DAMPENING EFFECT ON COST-OF-LIVING ESCALATOR (SCALA MOBILE) 

AND ARE LESS OBJECTIONABLE TO UNIONS. ON MARCH 30, PARLIAMENT 
COMPLETED APPROVAL OF EARLIER GOI DECREE ELIMINATING "ANOMOLOUS" 
ESCALATOR SYSTEMS AND ENDING COST-OF-LIVING ESCALATOR INCREASES 
IN SEVERANCE PAY. MOST ITALIANS ASSUME THAT THE LONG, AGONIZING 
POLITICAL DRAMA OVER LABOR COST REDUCTION MEASURESIS FINALLY 
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DRAWING TO A CLOSE. HOWEVER, SOME MARCH 31 PAPERS REPORT 
THAT FINAL AGREEMENT WITH IMF ON STANDBY HAS NOT YET BEEN 
REACHED. END SUMMARY. 

2. AFTER ALL NIGHT SESSION, PM ANDREOTTI AND HIS MINISTERS 
FINALLY REACED AGREEMENT EARLY MARCH 30 WITH LEADERS OF 
NATIONAL TRI-CONFEDERAL LABOR FEDERATION CGIL-CISL-UIL (CCU) 

ON AMENDMENT OF GOI DECREE "FISCALIZING" PART OF EMPLYERS' 

SOCIAL COSTS AND RAISING VALUE ADDED (IV A) AND MANUFACTURING 
TAXES TO FINANCE "FISC AT ,TZ ATTON" AND PUBLIC EMPLOYEES PAY 
INCREASES. CCU EXECUTIVE COMMITTEE RATIFIED AGREEMENT THAT 
AFTERNOON. 

3. GOI AGREED TO ELIMINATE ARTICLE 3 (DISINCENTIVES AGAINST 
NEGOTIATING COMPANY-LEVEL WAGE INCREASES) AND 4 (IVA "STERILI- 
ZATION"). IN RETURN, CCU AGREED TO ALTERATION IN THE ESCALATOR 
"BASKET" OF SLIGHTLY GREATER EFFECT THAN THE IVA STERILIZA- 
TION: MONTHLY SUBSCRIPTION RATES FOR NEWSPAPERS AND MUNICPAL 
TRANSIT AND A LOWER RATE FOR LIMITED ELECTRIC CONSUMPTION 
WILL BE SUBSTITUED FOR THE NORMAL PRICES AND RATES FOR THESE 
ITEM NOW USED IN THE BASKET. (ACCORDING TO PRESS REPORTS 

AND UNION SOURCES, SHIFT TO LOWER NEWSPAPER, TRANSIT 
AND ELECTRICITY RATES IN BASKET WILL CAUSE ONE TIME COMBINED 
REDUCTION OF 1.49 ESCALATOR POINTS, AS WELL AS ALLOW FUTURE 
INCREASES IN STANDARD RATES WITHOUT AFFECTING ESCALATOR, 

WHEREAS IVA STERILIZATION WOULD HAVE REDUCED THE ESCALATOR 
IMMEDIATELY 1.26, AS WELL AS ALTERING FUTURE IVA INCREASES 
WITHOUT AFFECTING ESCALATOR). CCU ALSO REITERATED AND 
REINFORCED ITS EARLIER OFFER TO RESTRAIN COMPANY-LEVEL 
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WAGE DEMANDS, AND GOI MADE SOME LIMITED INVESTMENT COMMITMENTS. 
THE POLITICAL PARTIES HAD ALREADY AGREED TO APPROVE AMENDED 
DECREE WITHOUT ANY DIFFICULTIES, PROVIDED THE CCU WOULD 
AGREE. 

4. ACCORDING TO A CISL SOURCE, AND SOME PRESS ACCOUNTS, PM 
ANDREOTTI AND CCU SECGEN LAMA, MACARIO AND BENVENUUO ACTUALLY 
AGREED NIGHT OF MARCH 28-29 TO COMPROMISE BY ADDING ELECTRIC 
RATES, BUT NOT POSTAL, RAIL AND GAS RATES AS ASKED BY GOI, 

TO CCU'S PREVIOUS OFFER TO MODIFY BASKET TREATMENT OF 
NEWSPAPER AND TRANSIT RATES. CCU EXECUTIVE COMMITTEE MEETING 
MARCH 29 WHILE OSTENSIBLY AUTHORIZING CCU LEADERS ONLY TO 
RETIERATE NEWSPAPER AND TRANSIT OFFER, ACTUALLY AUTHORIZED 
THEM TO CONCEDE ON ELECTRIC RATES TOO, IF NECESSARY, CISL 
SOURCE SAID. TV AND PRESS ALSO REPORTED THAT ANDROTTI 
SPOKE SEPARATELY TO AMERICAN AND GERMAN AMBASSADORS MARCH 29, 
ASKING THEM TO URGE THEIR GOVERNMENTS TO SUPPORT IMF 
APPROVAL OF THE COMPROMISE SOLUTION. REPORTEDLY, MUCH OF 
THE MARCH 29-30 ALL NIGHT SESSION WAS SPENT AWAITING 
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TELEPHONE CONTACT WITH FINANCE MINISTER STAMMATI IN 
WASHINGTON ABOUT HIS TALKS WITH IMF. ONLY AFTER NADREOTTI 
TALKED WITH STAMMATI WAS AGREEMENT FINALLY CONCULUDED. 

CCU EXECUTIVE COMMITTEE RATIFICATION MARCH 30 WAS THEN A 
FOREGONE CONCLUSION. 

5. GOI AND CONFINDUSTRIA INITIALED CCU AGREEMENT MARCH 00 
AFTER INITIAL OBJECTION BY CONFINDUSTRIA ABOUT ITS NOT 
HAVING PARTICIPATED IN THE TALKS. SENATE APPROVED AMENDED 
DECREE MARCH 31 AND CHAMBER IS EXPECTED TO APPROVE IT PROMPTLY. 

6. ON MARCH 30, THE PARLIAMENT COMPLETED ACTION ON AN EARLIER 
GOI LABOR COST REDUCTION DECREE IMPLEMENTING THE CCU-CON- 
FINDUSTRIA AGREEMENT, WHICH SEPARATED SEVERANCE PAY FROM THE 
ESCALATOR SYSTEM PERMANENTLY AND ELIMINATED SPECIAL, MORE 
FAVORABLE ("ANOMOLOUS") ESCALATOR SYSTEMS OF SPECIAL CATEGORIES 
OF EMPLOYEES. 
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7. MOST PRESS COVERAGE AND UNION COMMENTARY ABOUT AGREEMENT 
ASSUMES THAT IT SATISFIED IMF REQUIREMENTS FOR STANDBY 
AGREEMENT. INDEED, MANY MARCH 31 HEADLINES PROCLAIM THAT LOAN 
IS ALREADY ASSURED. HOWEVER, AT LEAST TWO NEWSPAPERS REPORT 
THAT FINAL AGREEMENT WITH IMF HAS NOT BEEN REACHED.GARDNER 
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